The Journal of Finance national tax system, which was about two and a half times as important as the provincial and hsien tax systems combined, was very primitive in its structure. Over 90 per cent of its revenue came from taxes on commodities. In the order of their importance, the major taxes were customs duties, the salt tax, and excises on the production of five basic commodities. The system did not impose a tax on personal income until 1936, in which year income tax receipts accounted for roughly 1 per cent of national tax revenue. At the provincial and hsicn levels, the financial pillar was the land tax, a proportional tax on agricultural income. In 1936 land tax receipts totaled $188 million. That this was a meager sum becomes apparent when one realizes that in 1936 as much as 70 per cent of China's gross national product of $25.9 billion originated in agriculture and that the land tax was the only tax directly reaching agricultural income. Even assuming that the land tax rested entirely on the agricultural sector, the re!ative burden as measured by the average tax rate would have been only approximately 1 per cent of the gross agricultural product. The study concludes, therefore, that the inability of the Nanking tax system to absorb a greater share of China's gross national product can be attributed largely to the lightness with which agricultural income was taxed.
Finally, in view of the preponderance of commodity taxes and thc virtual absence of any tax on income, the Nanking tax system must be adjudged to be highly regressive in the distribution of its burden. The Nanking tax system, therefore, not only failed as an instrument of rapid capital formation; it was also highly inequitable.
